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MUTUAL OF AMERICA
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Sixty years of experience fueling

innovation, growth and service




LETTER FROM THE'CHAIRM‘AN OF THE BOARD,
PRESIDENT AND CHIEF EXECUTIVE OFFICER

THOMAS J. MORAN

Mutual of America’s financial strength on behalf of our customers and our competitive
position within the financial services industry have never been stronger. Before I report
on these financial results, I would like to comment on some of the challenges that were

encountered over the last year.

As the year began, we were all still recovering from the news of the immense devastation
caused by the tsunami that hit Southern Asia. The global response to the tsunami
devastation demonstrated a sense of caring and concern that left me thinking about
Charles Dickens’ words in A Tale of Two Cities. It was certainly the worst of times in terms
of the destruction and loss of life. But it also may have been the best of times in terms

of the compassionate response shown by people from all over the world.

In the United States, a series of hurricanes hit harder than anyone anticipated. Thankfully,
Mutual of America’s employees and their families in the affected areas were safe, even
those who lost their homes to Hurricane Katrina. We worked to make sure they were
provided for. We also quickly established a special service unit in our Home Office with
a dedicated toll-free telephone number, so our clients in the Gulf Coast area could
receive immediate assistance with plan loans, withdrawals and retirements. Our Technology
Center remained operational despite weeks of power outages in Southern Florida following
Hurricane Wilma, reflecting our employees’ commitment and the superb disaster

planning we implemented when we first moved this facility to Florida nearly 20 years ago.

Mutual of America has had a lot to celebrate during 2005, including the 60th anniversary
of our founding. Our Board of Directors honored Chairman Emeritus William J. Flynn
by dedicating the conference and meeting facilities on the top two floors of our building
at 320 Park Avenue as the William J. Flynn Center for Leadership. Mr. Flynn had retired
as Chief Executive Officer in 1994 and as Chairman of the Board in May 2005. During




his 34 years with the Company, Bill Flynn established himself as a great leader, whose
business skills were reflected in Mutual of America’s performance and recognized through-
out the life insurance industry. His call to excellence has left a lasting mark on our
Company, its employees and our customers. His commitment to social justice continues
to be felt in the success of the Irish peace process and the work of the National Committee

on American Foreign Policy.

Consistent with our commitment to service, in 2005 Mutual of America achieved record
premium growth and financial strength, as measured by our financial ratios. Given our
position of strength, we decided the time was right to review our mission statement and
update our strategic plan. Our Board of Directors unanimously approved a mission state-
ment that is consistent with the original mission of the Company when it was founded

in 1945, while at the same time reflecting the current environment in which we work.
That mission statement is included in this year’s annual report as a reminder of who we
are, why we do what we do and those for whom we do it. We are proud of our history

and have learned from our work with nonprofit organizations about the importance of

service, especially in our work with small-to-medium size employers.

The world needs to be prepared for the challenges that will be faced by all in 2006. At
Mutual of America, we know that our current position of financial streng‘th leaves us well
prepared for 2006 and beyond to help support you, our clients, in your desire to build

a financially secure future for yourselves and those you care about most.
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2005 marked Mutual of America’s 60th anniversary—
60 years of consistent dedication to serving our

1 . . - .
customers long—term retirement savings objectlves.

MUTUAL OF AMERICA REGIONAL OFFICES

Mutual of America has grown from a small service association founded to meet the retire-
ment savings needs of people working in the nonprofit sector, to a mutual life insurance
company with assets approaching 12 billion dollars, serving for-profit as well as nonprofit

organizations, individuals and institutional investors.

We're proud of our past, but our focus is always on the future. Realizing our mission
in today’s highly competitive environment means maintaining the prudent management,
financial strength and commitment to personal service and innovation that have distin-

guished our Company from its inception.

As we celebrated our 60th anniversary, we've never been more competitive and more
dynamic in terms of successfully addressing the needs of our customers. In 2005, we
offered more investment choices, increased our technological capabilities, lowered expense
charges, raised interest rates and expanded our personal services, while enhancing our

financial strength.

The broad, ambitious initiatives of our long-range strategic plan will continue to enhance
the Company’s service capabilities going forward, advancing innovations that will promote

further growth and expanded services for our customers.

PREMIUM GROWTH

2005 was Mutual of America's most successful year. Our total core insurance premium
exceeded $1.170 billion, which represents a 7.6% increase in comparable premium over
2004. This is also the fourth consecutive year in which our total premiums exceeded

$1 billion. Our consistent premium growth is a vote of confidence in Mutual of America’s
financial stability, prudent investment policies and commitment to provide quality products

and services.




COMPETITIVE PRICING

Over the years, we've always taken advantage of opportunities to reduce expenses and
increase interest rates for all of our clients. In 2005, Mutual of America was also able to
recognize the economies of scale that exist for group annuity clients who’ve accumulated
a certain level of assets and are using HotlinePlus, We introduced a significant decrease

in Separate Account fees—4.0 basis points—for plans with $2 million or more in Separate
Account assets. Plan sponsors with $I million or more in assets have their monthly con-
tract fee waived along with the employee per-life fee. For those clients with $5 million

or more in assets, the $2—per-month participant fee is also waived. With these changes,
pension plans provided by Mutual of America continue to be priced competitively, not

only when they are first established, but also as they mature and grow in assets.




EXPANSION OF REGIONAL OFFICES

What separates a good retirement plan provider from a great one is personal service. To
ensure that our salaried consultants and service representatives are never far from the
people they serve, in 2005, our Company added four new satellite offices in Las Vegas,
Charlotte, Portland and San Antonio, and expanded the professional staff at ten Regional
Offices. The presence of our regional representatives, now in 41 sites across the United
States, coupled with our innovative service technology, gives our customers the tools to do
business the way they want to—face-to-face with our Regional Office staff, on the Internet

or over the phone with our 800-line representatives.




INVESTMENT ALTERNATIVES

Our customers value flexibility and choice when it comes to investing for their future.

In 2005, we added seven new equity funds to complement existing investment alternatives.
The additional investment options complete the investment style box, which represents

the full array of domestic equity investment options available,

Currently, Mutual of America Capital Management Corporation manages 15 of the
investment alternatives; the others are managed by some of the country’s most well-
known investment companies, including Oppenheimer, Calvert, Scudder/Deutsche

Bank, Fidelity, American Century and Vanguard.

INTEREST RATE ENHANCEMENT
While interest rates fluctuate in keeping with broad economic trends, we're committed
to maintaining highly competitive interest rates for our customers. In 2005, we enhanced

our IRA and FPA Interest Accumulation Account interest rates.

eDOCUMENTS

Many participant communications are available online through eDocuments. Mutual of
America currently waives its $2-per-month participant charge for individuals who agree
to receive quarterly statements, prospectuses, transaction confirmations, Mutual of
America Investment Corporation annual and semi-annual reports of the Separate Accounts

and the quarterly eNews electronically, rather than via regular mail.

The eDocuments fee waiver is a real value for participants as we continue to expand the
documents and information we provide on the Web. The savings Mutual of America
realizes from reducing our participant mailings are reflected in reduced monthly charges
to our participants. eDocuments is just one way that we're responding to our customers’

desire for greater service at reduced costs.




Through 60 years of growth, Mutual of America has stayed
focused on the values that have kept us financially sound and
strong-prudence, integrity, competence and responsiveness

to the needs of those we serve. These are the values individuals
and organizations across America have placed their trust in and

the values we'll continue to embrace going forward.

FUND MANAGEMENT

Mutual of America Capital Management Corporation has strengthened its research, port-
folio management and risk analysis areas, continuing to set strong objectives, procedures
and oversight for all. Each area contributes to the fund selection process, seeking to build

portfolios with the best possibilities for performance in a particular category of investments.

FINANCIAL STRENGTH

Mutual of America’s first priority is to help safeguard the financial future of our policy-
holders. Our combination of asset quality, capital adequacy and asset/liability matching
is among the strongest of all insurance companies in the United States, as reaffirmed by

major independent rating agencies.

Currently, Mutual of America is rated:

A+ (Superior) by A.M. Best (as of June 2005)

AA- (Very Strong) by Standard & Poor’s® (as of October 2005)
AA- (Very Strong) by Fitch (as of December 2005)

While these ratings do not apply to the safety or investment performance of any of
the Separate Account investment alternatives, they do reflect upon Mutual of America’s

claims-paying ability and annuity purchase rate guarantees.

COMMUNITY BUILDING

For 60 years, Mutual of America has endeavored to have a direct, positive impact on

the future of our society. In 2005, 100% of our employees i:’articipated in acts of philan-
thropy, either as volunteers or in charitable giving and related fundraising activities,
including initiatives of the American Cancer Society, Concern Worldwide, United Way,
Easter Seals, Multiple Sclerosis Society, Cystic Fibrosis Foundation, Toys For Tots and

American Diabetes Association, to name a few.




The Mutual of America Community Partnership Award celebrated its tenth year in 2005,

recognizing partnerships among public, private and social sector organizations devoted

to the public good, which can be replicated in other communities. The Community
Partnership Award winner for 2005 is the Hope for Veterans Transitional Housing Program
in Lyons, NJ, which provides transitional housing and support services for up to 75 hon-

orably discharged homeless veterans who suffer from mental illness and/or substance abuse.

Through 60 years of growth, Mutual of America has stayed focused on the values that have
kept us financially sound and strong—prudence, integrity, competence and responsiveness
to the needs of those we serve. These are the values individuals and organizations across

America have placed their trust in and the values we'll continue to embrace going forward.




CHALLENGE:

SOLUTION:

ATTRACT THE BEST TALENT FOR YOUR ORGANIZATION

OFFER A QUALITY RETIREMENT PLAN WITH INVESTMENT
CHOICES TO SUIT EVERY INDIVIDUAL

Bruce Thomas: "This is my first job out of college. It's a
good opportunity in a growing field, and I aspire to grow in

this company.”

CLIENT PROFILE:

Bruce Thomas

Business Analyst

Washington Management Group
Washington, DC

A few of us took a survey

at work about our financial goals.
People my age said:

pay off my car payments;

pay off my student loans.

MY GOALS ARE:

> Send my kids to college

> Retire at 55

> Get a home on the
water so | can kayak

for the rest of my life

Bruce is that rare 23-year-old who knows the importance of saving for retirement. He
also understands that retirement may continue for many years after one stops working.
That’s why starting early and investing prudently is so important. But what does investing

prudently mean to a 23-year-old?

Investment always involves a degree of risk. But risk is not a static concept, nor is it
exclusively related to market volatility. Risk changes according to one’s circumstances and
objectives. In working toward a financially secure retirement, it might be riskier for a
23-year-old employee with a lifetime of work ahead of him to invest his retirement plan
contributions in a fixed-income option, rather than in equities. An individual approaching
retirement might want a more conservative portfolio. That’s why it’s so important to

have a full range of investment choices.

With 27 investment alternatives and an Interest Accumulation Account available under
our variable accumulation annuity contracts and life insurance policies, Mutual of
America offers a full complement of funds for every type of individual at every stage of
life. The availability of a number of investment choices recognizes that people have
different comfort levels with respect to risk and return, as well as different goals regarding
retirement. The investment alternatives we offer under our policies allow participants

to choose a mix of equity, fixed income, balanced and interest options that best suit their

personal risk tolerance level and financial goals and objectives.

The funds we make available under our policies and contracts to plan sponsors and
individuals are screened carefully and monitored constantly. They cover the range of market
capitalization, as well as offer the opportunity to invest in both active and passively managed
funds. By selecting proven fund managers from respected companies, we've increased
both the number of our fund offerings and the portfolio management expertise available to

our customers.







Bruce Thomas: "A lot of people my age don’t contribute to
their 401(k). I'm encouraging my friends to think long term,
maybe reallocate to less conservative investment choices. It’s
an opportunity to save for the future and get a smaller tax bite
at the same time. If I start now, I know I'll realize my goals.

I wouldn’t take a job at a company without a go1(k).”

Some people may find choosing from among 27 funds and the Interest Accumulation

Account to be somewhat overwhelming. For them, we offer three allocation funds, designed
to achieve a diversified portfolio without having to make separate selections from among
our investment alternatives. Each allocation fund invests in a portfolio of equity and
fixed-income investment alternatives, managed by Mutual of America Capital Management
Corporation, with allocations targeted to create a portfolio considered conservative,

moderate or aggressive.

Mutual of America is committed to offering individuals investment choices that will
encourage them to contribute to their retirement savings and keep contributing through-

out their working lives, helping them realize a secure retirement.




EQUITY STYLES OF INVESTMENT
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THE RECENT ADDITION OF SEVEN EQUITY FUNDS to Mutual of America’s investment alternatives
provides participants with greater flexibility in diversifying their equity investments. It also completes
the investment style box, a popular investment concept, to help simplify the fund selection process for
investors. The style box allows you to grasp, at a glance, a fund's investment strategy and can be used
as a starting point in determining allocations among equity funds. One can use the style box as a tool
to assist in decisions to diversify one's investments in order to help guard against market fluctuations
in a particular sector. While this is one aid in understanding one's investment decisions, it must be
kept in mind that there are many other important factors that must be considered by each person in
connection with such decisions. Please note that international funds, such as the Scudder International
Portfolio and Vanguard VIF International Portfolio, both of which are available through Mutual of

America's Separate Accounts, are not represented in the style box.




CHALLENGE:

SOLUTION:

CUT THE PAPERWORK!

MUTUAL OF AMERICA’S COMPREHENSIVE ADMINISTRATIVE PLAN SERVICES

Renee S. Reilly: “Mutual of America’s experienced personnel
and continuity of relationships give us a comfort level not achieved

in the past, freeing us to concentrate on what we do best.”

CLIENT PROFILE:

Renee S. Reilly

Vice President and Trustee
Sarkisian Brothers, Inc.
Binghamton, NY

“The staff at Mutual of America is very well organized, well prepared and easy to work with. They promptly
and thoroughly reviewed our documents and set forth clear, simple revisions to ensure we met compliance

requirements. That meant so much to me.

“Mutual of America is a known name, a proven company. I didn’t need to research their financial stability.
Their investment offerings were varied, yet not overwhelming, making it easier for our employees to under-

stand and make choices.”

Renee Reilly knows the value of experience—Sarkisian’s "newest” employee has worked
at the company for 12 years. She recognized professionalism in action when Mutual

of America’s Regional Office team met with her to discuss her employer’s 401(k) plan.

Everyone knows how burdensome and time-consuming 4o1(k) plan administration can
be, especially in response to changing legislative requirements and satisfaction of compli-
ance rules. Trained in retirement plan products and dedicated exclusively to serving
Mutual of America’s customers, our representatives are able to approach every client's needs
and objectives individually, regardless of the size of the organization. Working as a team,
they provide Sarkisian Brothers, Inc., onsite services at three separate locations in two

different states.







Renee S. Reilly: "“Mutual of America is a known name, a proven
company. | didn’t need to research their financial stability. Their
investment offerings were varied, yet not overwhelming, making

it easier for our employees to understand and make choices.”

Mutual of America offers plan sponsors comprehensive administrative support services

to help them understand their responsibilities to keep their pension plans in compliance
with ongoing legislative changes and regulatory requirements. Qur retirement plan
services include prototype plan documents issuance, record keeping, communications and
investment educational materials, all of which assist an employer in plan administration.
Equally important, we offer competitive fees with no plan start-up fees, no conversion fees,
no commissions and no front-end or back-end loads under our group annuity contracts.
With our support, service and competitive prices, our clients can focus more of their

energies on building successful organizations.
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TECHNOLOGY PLAYS A LARGE ROLE N OUR SERVICES and provides tremendous value for our
customers, allowing them to meet their plan administration responsibilities efficiently. HotlinePlus,
our Internet-based plan administration system, reduces paperwork and enables plan sponsors to
go online to update participant enrollments, terminations and contributions; process bills and
claims information; and request retirement benefit estimates. Contributions may be deposited
electronically and applied immediately to participant accounts. HotlinePlus also provides our
clients with online bulletins on regulatory news and information relevant to plan administration,

as well as administrative forms and templates to download.




CHALLENGE: BOOST PLAN ENROLLMENT AND RETENTION

SOLUTION: ONGOING PARTICIPANT EDUCATION AND SUPPORT

James Pascale: "I felt underserved by my former plan
provider. Our enrollment was low—the employees didn't
really understand the plan and weren’t taking advantage

of it. After one employee meeting with Mutual of America’s
Boston representatives, our enrollment shot up from 25%

to 90%. That's how effective they are.”

CLIENT PROFILE: “Giving Mutual of America our business saved us quite a bit of money, which we ploughed right back into

James Pascale ”
our pension fund. Why? We want to be competitive. We want to keep our employees for the long term.

President
Pascale Service Corporation

Pawtucket, RI The onsite service our Boston regional representatives provide Pascale Service
Corporation and its employees stands out in today’s marketplace, where computers
have taken over many functions traditionally handled person to person. The individual

attention our salaried representatives provide is critical to our success and the success

of our clients and their employees.

Education is key in getting employees enrolled and contributing to their retirement
plan. Mutual of America’s regional representatives conduct onsite meetings to help
employees understand the benefits of saving for retirement and educate them on the
available investment alternatives, diversification and the importance of maximizing

contributions.

Once participants are enrolled, they receive ongoing support and service from our
regional representatives, as well as through Mutual of America’s Web site, which
provides plan participants with 24/7 access to their account balances and the tools
to track and manage their retirement savings accounts independently—including

processing reallocations and transfers among the investment alternatives at no charge.
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James Pascale: “The Regional Office team that explained

the plan to my staff and me were thorough, professional

and knowledgeable. They gave us a lot of ideas for enhancing
our plan. And we saw pretty quickly that we were paying
separately for many of the administrative services that Mutual

of America offered as part of their basic package.”

Our Web site also helps participants make informed decisions about saving for retirement.

To help individuals see clearly how their account balances are allocated, participants

can access charts that highlight their allocations by categories. Clear, straightforward
investment performance results are available. Through eDocuments, they can view and
download quarterly statements, prospectuses, brochures, the annual and semi-annual
reports of the Separate Accounts and the Mutual of America Capital Mangzement Report, with
timely information on retirement and financial planning. Current market conditions
are available on our home page, along with links to our products, Regional Office infor-
mation, articles on finance and investing, the Mutual of America Community Partnership

Award and our annual report.
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IN 2006, our Web site will extend a new, more sophisticated category of service to add to the

education of participants about investment, asset allocation and retirement planning.

Our online learning center will be an engaging, interactive site that will offer participants asset
allocation models, financial planning tools and education on long-term retirement investing.
Interactive features will illustrate how financial concepts work and the consequences of certain
types of financial decisions. Various tools and calculators will demonstrate basic investment and

financial principles, with pop-up definitions of key financial terms from our glossary.

The center will support the onsite services provided by our Regional Office representatives and
will help make all of our customers, regardless of their age or the size of their accounts, better-

educated investors.

Individuals who are more comfortable conducting business over the telephone can call
our 800-line representatives to obtain account balance information, conduct trans-
actions, receive loan balance information and learn about all of Mutual of America’s

products and services.

In 2006, participants will start receiving eNews, an electronic newsletter with valuable
information on our products and services, as well as a financial outlook on the economy

in general and other information to help them assess their investment decisions.
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CHALLENGE: SAVE MONEY WITHOUT SACRIFICING SERVICE

SOLUTION: MUTUAL OF AMERICA’'S COMPETITIVE PRICING AND QUALITY CONTROL

Thomas Cieszynski: "I spent countless amounts of time dealing
with our old provider. We only got one statement a year. There
were administrative nightmares, which took tons of time and there

were tons of mistakes.”

CLIENT PROFILE:
Thomas Cieszynski
Executive Director

Val Overton
Personnel Manager

Colleen Digna
Benefits Specialist

Southeastern Michigan
Health Association
Southfield, Ml

“We're a big operation with a small administrative staff. I have so much on my plate—] didn't want to
bother shopping for a new provider. But the implementation was very easy. The regional reps work very well
as a team. In terms of costs, | saved $1,500 per month in administrative fees I was being charged by my

previous provider, and the $2 participant charge was waived.

“I'm very happy with the move to Mutual of America. It was the right move. It saved u: lots of time, money

and effort, and in the long run, it will serve our employees well. It will help them save more for the future.”

With over 300 employees, Southeastern Michigan Health is a growing public health
organization. Like many nonprofits, administrators have to wear many different hats—and
work on a tight budget. Finding a retirement plan provider that would assist in the
administrative tasks associated with maintaining a retirement plan was a key factor in signing

on with Mutual of America. Another was cost.

Because of our financial strength, our consistently prudent financial pelicy and our
commitment to innovation, we're able to offer highly competitive pricing to our customers,
including a substantial reduction in fees for organizations with over $5 million in assets
and that use HotlineF!us, We will continue to look for opportunities to pass along savings

to our clients.
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But competitive prices don’t mean much if our customers can’t depend upon our
integrity, expertise and commitment to professional excellence. Training our personnel
in best practices is a key part of our operations. Every year, our employees learn about
new products and industry trends, regulatory changes and the impact they will have on our
customers. They also learn how to work as a team, exchanging information so they can
deliver the best service to our customers. And because all our regional representatives are

salaried employees, our clients never have to worry about paying commissions.

In addition to ongoing training, to ensure we are able to deliver the results our customers

expect, we continually monitor and measure our ability to meet the highest levels of

24




performance in every area of our operations. We measure our service capacities regularly

and work to improve upon them every year. Meeting our objectives means we’re getting
things done faster and more accurately, bringing greater value, and greater confidence,

to all our customers.

Mutual of America doesn't expect the director of a nonprofit to be an expert in retire-
ment plans any more than we expect his or her employees to be skilled investors. Our
Regional Office representatives, with the support of empioyees in our Home Office and
National Training and Telecommunications Center, provide guidance and assistance that

help plan sponsors and participants as they work toward ¢reating a secure retirement.

We're in the process of converting our MIS

database to a system that will enhance the

setvice capabilities of virtually every area in

the Company, allowing us to introduce new

=
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oducts and services more quickly. Our on-

ng commitment to technological innova-
n and streamlining our processes allows us
review and implement fee reductions,

ere appropriate.
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CHALLENGE:

SOLUTION:

WEALTH MANAGEMENT

MUTUAL OF AMERICA FINANCIAL EDUCATION SERVICES

Richard Heffner: "Did the interest rates on Mutual of America’s
IRA have anything to do with our decision to consclidate our
assets with Mutual of America? ABSOLUTELY! But it was our
relationship with Senior Vice President Bill Shannon—which

goes back ten years, now—that really has made the difference.”

CLIENT PROFILE:

Dr. Elaine Heffner
Psychotherapist, author,
and senior lecturer at
Cornell University
Medical School

Richard D. Heffner
University Professor of
Communications and
Public Policy,

Rutgers University
Producer and Moderator,
The Open Mind

New York City, NY

ELAINE HEFFNER: We were very impressed with Bill Shannon. Dick's a bit gun-shy about investments.
He’s very cautious. Bill was very respectful ofthatpoint ofview, considering how to grow money without

taking undue risk.

RICHARD: [ have an innate conservatism. Bill's attitude is: How can I do you justice and keep you from
going berserk over risk? [ so appreciate his willingness to understand my peculiarities ind give me ideas
to consider in keeping with them. He’s been providing us with educational information and suggestions con-

cerning our financial decisions for ten years now, and I call him with questions all the time.

Basically, I'm an academic, Elaine’s a psychotherapist in private practice—we don’t want to have to worry

about it. It’s all based on trust—we feel confident about what we're doing.

ELAINE: It’s so important to have someone you trust.

RICHARD: We're still working and working very hard.

Now in their 70s, the Heffners have worked hard all their lives and have no plans to stop
anytime soon. Vigorous, involved professionals, they represent a growir.g number of

Americans who have exceeded retirement age and still choose to work. Bui: managing money
is not their expertise, and it's not how they want to spend their time. When the Heffners

decided to consolidate their assets, they knew they needed help to manage them effectively.
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Prudent financial decisions begin with an understanding of an individual’s unique

perspective and goals. It was only after Bill Shannon understood their plans, their concerns
and their hopes for the future that he could begin to suggest ideas for the Heffners to

consider that matched their objectives and tolerance for risk.

Bill Shannon and his staff provide educational financial and investment information to
our clients. They meet with groups of employees to discuss basic financial decision-making

information that can be considered when making long-range investment decisions.

They also meet individually with clients, such as the Heffners, to review their individual

situations and suggest alternatives or ideas that may be helpful in their circumstances.
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Our long-range strategic plan calls for the expansion of our educational advisory

services to provide investment allocation advisory services to individuals at every stage of
wealth accumulation. In addition to the educational services provided to employees by
our Regional Office representatives, additional services will be available to provide retire-
ment planning guidance and asset allocation models to participants in group plans. All
of these services will be supported by the enhanced educational materials available on our
Web site. Our goal is to provide our customers with all the tools they need to make

informed decisions regarding their retirement savings.

We offer competitive interest rates in our IRA

and FPA Interest Accumulation Accounts,

wh‘

ich makes consolidating one’s assets in a

ML‘ltuaI of America IRA or FPA very attractive.

But‘ interest rates fluctuate over time, according
to market conditions. We maximize flexibility

anc{.‘l choice by charging no penalty or surrender

charges if a customer opts to change providers.
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FINANCIAL OPERATIONS OVERVIEW

Although 2005 was a very eventful and painfuf year on a national level, those events did not
have a significant adverse impact on the economy or;the financial markets, While the Gulf
Coast and Florida suffered severely with several devastating hurr‘icanes, the net impact on the
economy is likely to be neutral to positive, given the flow of mohey unleashed for the relief
efforts. At the same time, it is also evident that energy prices rose sharply and have remained
at higher levels longer than expected, and consumer sﬁending will be somewhat hampered as a
result going forward. The Federal Reserve has contintied to raise short-term interest rates,
although that has not discernibly slowed the economy or corporate profits. Likewise, the iragi

war remains a source of emotional, psychological and financial concern.

However, the remarkable thing about the U.S. equity ;and long-term fixed income markets
during 2005 is that despite some ups and downs in “prices, there was very little net change.

For instance, the yield on the 10-Year Treasury note finished the year at 4.39%, only 13 basis
points higher than its 4.26% close a year earlier, Ana the 2004 year-end close was only 1 basis
point higher than the last day of 2003, Similarly, the‘broad equity markets, as represented by
the S&P 500, showed little change during 2005, adVancing only 3.0% on a price basis and
generating @ modest total return of 4.9%. The differénce between the year's low and high price
was onty 12.0%, providing limited opportunity to generate outsized returns without taking on a
high degree of timing and trading risk. ‘

However, the one dramatic change that did occur in 2005 was a more than 120 basis point
increase in the 2-Year Treasury note, following a sinﬁilar 130 basis point advance during 2004.
This increase was driven by the steady, consistent 25 basis point hikes, from 1.00% to 4.25%,
in the Fed Fund‘s rate that took place at each of the 13 Federal Reserve Open Market Committee
Meetings between June 2004 and December 2005. With anfadditiona! increase in early
2006, the Fed Fund rate now stands at 4.50%, and has resulted in the yield on the 2-Year
Treasury note being higher than that of the 10-Year Treasury note, This situation, referred to as
an “inverted yield curve,” has historically had a very high degrée of correlation with subseguent
economic slowdowns and recessions. It is likely that the Federal Reserve did not expect longer
term rates to remain essent‘iéHy fixed as short rates rose, buﬁ rather expected them to also
increase, albeit at a slower pace. This has not happéned, at least to the degree that history would
have suggested, and thus an inverted yield curve has developed. The consensus explanation for
why long-term rates have not advanced is that a glut of global savings, especially in Asia, has
prompted huge investments in U.S. bonds, the safest securitiés in the world, which offer the

highest government yields in the developed markets, other than Australia and New Zealand.
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Despite these challenging market conditions, Mutual of America's financial condition has
never been stronger on behalf of its policyholders, and 2005 was one of the best years in the
Company'’s history. Consolidated net income for the year ended December 31, 2005 was
$117.2 million, the highest level we ever earned. These results are $42.2 million higher than
the $75.0 million anticipated in our 2005 Financial Plan and more than $100 million higher
than our 2004 results. Our ability to deliver on the long-term promises we have made to our
policyholders remains as strong as ever, This is best measured by the ratio of total surplus to
General Account assets managed. Our ratio, which stood at a very secure 11.7% at the start of
the year, increased to 13.6% at December 31, 2005 and remains among the highest in the
industry. This is the result of more than 50 years of prudently building our financial position,

This ratio has also grown by more than 70% over the past 10 years when it was just 7.9%.

We have built our financial strength over the years through a disciplined, long-term approach
that balances the need to accumulate surplus for the long-term retirement needs of our
customers—and thereby sustain our position as one of the most secure and stable financial
institutions in the United States—while at the same time remaining always cognizant of our
primary mission to deliver a multitude of attractive, innovative retirement savings products

and services at a competitive cost.

Our 2005 net income for the year of $117.2 million consists of $130.5 million of net gain from
operations and $.8 million of tax benefits offset, in part, by $14.1 million of net realized capital
losses. These results are $42.2 million higher than the $75.0 million anticipated in our 2005
Financial Plan and reflect significantly lower than anticipated net realized capital losses and
current tax expense, offset, in part, by higher than expected pension and severance-related
expenses, and additional annual and long-term performance-based incentive compensation
costs. The 2005 net gain from operations includes a special one-time net dividend of approxi-
mately $166.9 million related to a court order in our favor, resloving litigation relating to a contract
with John Hancock Mutual Life Insurance Company. This net gain from operatio‘ns result also
reflects several planned pricing enhancements implemented during 2005 that effectively
provide a "dividend” back to our policyholders, as well as the increased costs associated with
expanding the size of our Marketing sales force, opening several new satellite offices and one
new regional office, and the introduction of seven new Separate Account investment alternatives.
Pricing enhancements include the implementation of a tiered pricing structure, which provides
a 45% reduction in Separate Account administrative fees charged (from .90% to .50%) to
plans that maintain Separate Account assets of $2.0 million or more; an enhanced General
Account credited interest rate on all funds invested under our IRA and FPA products; and the
waiver of certain participant administrative charges for participants who elect to receive their

quarterly statements and other fund information from us electronically.
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Given Mutual of America's superior financial strength and reputation for quality products and
services, it is no surprise that 2005 was the fourth conisecutive year in which our total consoli-
dated premiums for the year exceeded the $1 billion mark and reafhed a new record high of
$1170 billion. These results represent an increase of $83.0 million, or 7.6%, relative to 2004
and were highlighted by a $20.3 million, or 36.0%, increase in prémiums from Flexible Premium
Annuities (FPA) and a $52.0 million, or 14.7%, increase in Thrift product premiums, which now
represent approximately one-third of our annual total premiums. These excellent results also
reflect how Mutual of America continues to use its financial strerfgt'h to enhance the products
and services that we provide our clients. The pricing enhancements made during 2005 reflect
the savings generated by technology and economies of scale, and will continue to enable our
policyholders’ retirement funds to grow prudently with;out compromising the high level of

service that is the halimark of our Company.

Our primary financial objective is managing carefully the retirement funds our policyholders
have entrusted to us. This means not only having innovative, competitively priced retirement
savings products and superior customer service, but a!:so having the financial strength and effi-
ciency to consistently deliver on these lifetime promises at the lowest cost to our policyholders.
Our strong financial position and focus on service through the innovative use of technology has
always been, and continues to be, our competitive advantage in the markets that we serve, The
financial strength and strong competitive position we énjoy today result from our focus over the
years on providing high-quality products at a competitive cost, grbwing our surplus, increasing

the level of assets that we manage, and following a prudent investment strategy.

QUALITY PRODUCTS AT A COMPETITIVE COST ‘

In 2000, we reduced the administrative expense charges on Separate Accounts No. 2 and No. 3
to just .90%, which represented a decrease of .35%, or almost one-third from the level charged
in 1995, As shown in the chart on the left, these chargés were further reduced during 2005 by
40%, or by almost one-half, for participants in retirement plans who maintain Separate
Account assets of $2.0 million or more, to reflect economies of séale in this segment of the
market, as well as the competitive products offered. That represents a decrease of .85%, or

more than 60%, over the past 10 years.

As a result, our Separate Account administrative charges continue to be among the lowest
available in the industry. Over this time period, such pricing reductions have helped our policy-
holders' retirement funds to grow, which has been helbful during this time period in particular,
given the volatile performance of the U.S. stock market during the past five years. Our strong
financial position and continuous focus on the efficiency with which we serve our policyholders
have made these pricing reductions a reality while, at tﬁe same time, not compromising the high

level of administrative service our policyholders expect from us. leis has been accomplished
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through investments in both technology and our people, which have and will continue to result
in significant productivity gains. Such productivity gains will enable us to provide more service

to our clients at an even lower cost in the years ahead.

As we move forward, we continue to challenge every aspect of how we do business to identify
new and innovative ways, through technology and changes in workflow, to do more for less.
This will position us to remain competitive in a retirement savings industry that promises to be

even more fiercely competitive in the years ahead.

SURPLUS GROWTH

Surplus growth results primarily from the level of net income earned each year and the level
of unrealized appreciation or depreciation from the General Account’s investment in equity
securities, Net income consists primarily of two components: net gain from operations and
rezlized capital gains and losses. Capital gains and losses are a function of current economic
and interest-rate conditions and, as such, are inherently more volatile than annual net gain
from operations. Conversely, net gain from operations is a function of the level of assets under

management, General and Separate Account margins, and operating expenses.

Our policyholders may allocate their retirement funds between the General Account's guaran-
teed interest accumulation fund and any of the 27 Separate Account investment alternatives
we now offer. When the guaranteed interest accumulation investment alternative is selected,
funds are invested in our General Account investment portfolio. We earn investment income
on these invested assets, bear the investment risk (guarantee the principal) and credit interest
to the policyholder at a guaranteed declared rate that may change periodically. The difference

between the income earned and the income credited is our General Account margin.

Conversely, a key feature of the 27 Separate Account investment options is that the investment
gains and losses accrue directly to the policyhelder, not the Company. The level of Separate
Account assets that we manage fluctuates as a result of policyholder premium, surrenders and

withdrawals, and changes in the market value of the underlying investments in each fund.

Total surplus (including Asset Valuation Reserve), which constitutes the margin of protection
for our policyholders for unexpected contingencies that may occur, hit a record high of $877.6
million at December 31, 2005. This represents an increase of $125.0 million, or 16.6% relative
to 2004, In addition, the Company's ratio of total surplus to General Account assets, which

is an important measure of our ability to keep the long-term financial commitments we have
made to our policyholders, stood at a very secure 11.7% at the start of the year. This ratio rose
significantly, reaching 13.6% by December 31, 2005, and remains among the highest in the
industry. In addition, as shown on the left, this ratio has also grown by more than 70%

compared to 10 years ago when it stood at just 8.0%.
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This is the result of more than 60 years of prudently bL‘jilding our financial position, and enables

us to fully meet the long-term retirement needs of ourcustomers,

CONTINUED GROWTH IN ASSETS UNDER MANAGEMENT

During the past decade, we have increased the assets fhat we ménage by providing innovative
products, outstanding administrative services, and conﬁpetitive investment alternatives that
meet the needs of our clients, while prudently investiné the retirement funds that have been
entrusted to us, As shown in the chart of Assets Under Management at the bottom left, during
the past ten years, total consolidated assets increased'from $8.2 billion at the end of 1995 to
$11.8 billion at December 31, 2005. This growth resulted primarily from the expansion of our
Separate Account investment product offerings over tk;]is ten-year period and our strong
premium results, as well as the success of our asset rétention efforts during the past several
years. For 2005, total consolidated assets increased b)"/ approximately $355.3 million over
2004, principally attributable to a $335.3 million, or 656%, increase in our Separate Account
assets under management. This increase is due to an increase in the market value of the
underlying equity investments in each of these funds, resulting from the positive investment

performance of the U.S. stock market during 2005, anﬁ to our premium and asset retention

Our General Account assets increased by a modest $20.0 million from 2004 to 2005, primarily
due to having $210.5 million of Guaranteed Investmer{t Contracts (GIC) mature during the

year, and deciding to only write approximately $35.2 rﬁill‘won of new GIC business in 2005 due
to adverse market conditions. As shown at the bottom left, General Account assets have grown
modestly from $6.1 billion in 1995 to approximately $6.5 billion in 2005. Separate Account
assets, on the other hand, during this same ten-year p;eriod have more than doubled, growing '
from approximately $2.1 billion in 1995 to $5.4 billion in 2005, This represents an increase of
over 150%.

Annual premium growth is an integral part of achieving continued asset growth over the long
term. For the year ending December 31, 2005, tota! premiums reached a new record high of
$1.170 billion. This represents an increase of $83.0 million, or 7.6%, relative to 2004. This is

also the fourth consecutive year in which our total premiums exceeded the $1 billion mark.

Looking forward, given the rising age of the popuiatioﬁ, increased life expectancy and projected i
increases in retirement savings rates, the Company eipects continued strong asset growth.
This will position the Company to realize further economies of scale and enable us to enhance

the administrative and investment-related services we provide at the lowest cost possible.
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PRUDENT INVESTMENT STRATEGY
Qur strong financial results could not be possible were it not for our innovative yet prudent
investment philosophy over the years. As shown in the chart to the left, approximately 87%

of our $6.4 billion General Account investment portfolio consists of fixed maturity securities,

These securities are among the highest rated in credit quality (approximately 38% investment-
grade with a weighted average S&P rating of AA) anc provide outstanding liguidity to permit

the payment of benefits to our policyholders as required. This flexibility is possible through the
use of asset/liability matching techniques that assist in tailoring specific investment strategies

to meet the constantly changing retirement needs of our policyholders.

Over the past decade, we never wavered from the high standards we have set for our invest-
ment portfolio and did not make significant investments in real estate (other than our Home
Office building, which is fully leased) and mortgage loans, even when it was fashionable to do so
based upon the substantially higher yields that were promised. This type of prudent investment
philosophy has served our policyholders well, as we have avoided the severe asset quality and

liquidity issues that have plagued other companies.

Our strong surplus position and increased asset size enabled us to modify our investment
strategy and invest approximately 6% of our investment portfolio in equity securities, Equity
securities have historically generated a higher return over the long term than fixed maturity
securities, although they are, as evidenced during the past several years, subject to greater
market volatility than traditional fixed maturity securities. Nevertheless, we remain confident
that this investment strategy will enable us to continue to improve yields and enhance our

financial position in the years ahead.

SUMMARY

We believe that the Company is well positioned to continue to be successful in a retirement
savings industry that promises to be even more fiercely competitive in the years ahead. Having
said that, we firmly believe that "even if you are on the right track, you will get run over if you
just sit there.” As such, we will continue to challenge every aspect of how we do business

to identify new and innovative ways through technology and changes in workflow to do more
for less on behalf of our policyholders. This will enable us, as it has in the past, to continue to
provide our customers in the years ahead with innovative products and superior customer

service at a competitive cost.




STATEMENT BY MANAGEMENT

Management is responsible for the integrity of the ac;ompanying consolidated statutory financial
statements. In meeting this responsibility, management maintains systems of internal controls

designed to provide reasonable assurance that assefs are safeguarded, and that transactions are
executed in accordance with appropriate authorization and are pFoperly recorded. These systems
include: an organizational structure which appropriately provides for delegation of authority and
division of responsibility, the communication and enforcement of accounting and business poli-
cies and procedures, and the utilization of an internal audit program which requires responsive

actions to audit findings.

The accompanying consolidated statutory financial statements have been prepared by manage-
ment in conformity with statutory accounting pr\'ncipl‘es prescribed or permitted by the State of
New York Insurance Department. Such practices differ from us. generally accepted accounting

principles ("GAAP").

Since the State of New York Insurance Department recognizes only statutory accounting practices
for determining and reporting financial condition and results of operations of insurance compa-
nies, and no consideration is given to GAAP financial information, the accompanying consolidated
statutory financial statements present the Company's consolidated financial position and results
of operations in conformity with statutory accounting practices prescribed or permitted by the

State of New York Insurance Department. The significant variances between such practices and

GAAP are described in Note 9 to the financial statements, which is included on page 58.

The accompanying consolidated stafutory financial s‘tatementé for the years ending
December 31, 2005 and 2004, have been audited by KPMG LLP and their opinion, which
states that the accompanying consolidated statutory financial statements are fairly presented
in conformity with accounting practices prescribed or permitted by the State of New York
Insurance Department, is included on page 60. Their audits were performed in accordance

with the standards of The Public Company Accountihg Oversight Board (United States).

The Board of Directors has appointed an Audit Comrﬁittee composed solely of directors who
are not officers or employees. The Committee meets regularly with management, the Executive
Vice President and Internal Auditor, and the independ%ant registered public accounting firm to
review audit scope and results, the adequacy of internal controls and accounting and financial
reporting matters. The Committee also reviews the services performed by the independent
registered public accounting firm and related fee arrangements, and recommends their
appointment to the Board of Directors. The independent registéred public accounting firm

and the Executive Vice President and Internal Auditor have direct access to the Committee.

40




CONSOLIDATED STATUTORY STATEMENTS OF FINANCIAL CONDITION

December 31, 2005 and 2004

ASSETS

General account assets
Bonds and notes
Common stocks
Preferred stocks
Cash and short-term investments
Guaranteed funds transferable
Mortgage loans
Real estate
Policy loans
Other invested assets
Investment income accrued
Deferred federal income taxes
Other assets

Total general account assets
Separate account assets
Total Assets
LIABILITIES AND SURPLUS
General account liabilities
Insurance and annuity reserves
QOther contractholders liabilities and reserves

Interest maintenance reserve
Other liabilities

Total general account liabilities before

asset valuation reserve
Separate account reserves and other liabilities
Total liabilities before asset valuation reserve
Asset valuation reserve
Total liabilities
SURPLUS
Assigned surplus

Unassigned surplus

Total surplus

Total Liabilities and Surplus

2005

$ 5,515,098,325
354,545,610
13,030,634
22,329,440
66,091,879
3,781,525
285,499,480
95,766,221
2,552,480
67,680,315
14,669,542

13,624,911

6,454,670,362

_5,388,815,401

$11,843,485,763

$ 5.320,568,527
9,624,592
129,313,839

117,578,550

5,577,085,908

__5388,815,401

10,965,901,309

_75756,050

_11,041,657,359

1,150,000

800,678,404
801,828,404

See accompanying notes to consolidated statutory financial statements.

2004

$ 5,465,227,732
340,246,900
18,485,566
28,080,993
74,939,182
9,506,480
290,747,953
92,190,699
3,089,030
68,385,048
28,303,209
15,519,570

6,434,722,362

$ 5.464,448,304
9,857,638
156,436,735
51,411,385

5,682,154,062

5,053,544,738

10,735,698,800

75,851,775

10,811,550,575

1,150,000
675,566,525

676716525

$11,488,267,100
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CONSOLIDATED STATUTORY STATEMENTS OF OPERATIONS AND SURPLUS
For the years ended December 31, 2005 and 2004

INCOME
Premium and annuity considerations
Life and disability insurance premiums

Total considerations and premiums

Separate account investment and
administrative fees

Net investment income

Other, net

Total income

DEDUCTIONS
Change in insurance and annuity reserves
Annuity and surrender benefits
Death and disability benefits
Operating expenses
Total deductions

Net gain before dividends

Dividends to contractholders
and policyholders
Net gain from operations

Federal income tax benefit
Net realized capital losses

Net income

SURPLUS TRANSACTIONS
Change in:
Asset valuation reserve
Unrealized capital gains, net
Non-admitted assets and other, net
Net deferred income tax asset

Minimum pension liability and other, net
Net change in surpius
SURPLUS

Beginning of year
End of year

2005

$1,151,984,261

' 18,419,557

1/170,403,818

L 45,118,245
'508,724,155
2,843,312

1,727,089,530

¥133,508,240
1,235,468,526
14,171,244
213,296,134

1,596 444,144

130,645,386

(179,428)

130,465,958

836,776

.{14,081,8%6)

117,220,838

95,725
i 32,151,236
- (9.936,061)
L(l4,419,859)

125,111,879

'676,716,525

$ 801,828,404

See accompanying notes to consolidated statutory financial statements. ‘

2004

$1,067,133,581
20,294,557

1,087,428,138

42,964,547
369,544,868
2,878,358

1,502,815,911

151,944,970
1,125,505,837
15,389,344
157,746,433

1,450,586,584

52,229,327

(74,049)
52,155,278

566,534

(38,387,747)

14,334,065

(7,263,505)
63,163,928
(12,481,469)
(8,482,443)

(181,000

49,089,576

627,626,945

$ 676,716,525
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CONSOLIDATED STATUTORY STATEMENTS OF CASH FLOWS

For the years ended December 31, 2005 and 2004

CASH PROVIDED
Premium and annuity funds received
Investment income received
Separate account investment and
administrative fees
Other, net

Total receipts

Benefits paid
Insurance and operating expenses paid
Net transfers to separate accounts

Total payments
Net cash provided by operations

Proceeds from long-term investments
sold, matured or repaid
Other, net

Total cash provided
CASH APPLIED

Cost of long-term investments acquired
Other, net

Total cash applied
Net change in cash and short-term investments
CASH AND SHORT-TERM INVESTMENTS

Beginning of year
End of year

2005

$1,170,630,250
502,853,802

45,118,245
1,366,026

1,719,968,323

1,280,546,552
179,058,703
39,291,650

©1,498,896,945

221,071,378

1,928,741,395

_2,186,530,286

1,929,607,627

262674212

_2,192,281,839

(5,751,553)

See accompanying notes to consolidated statutory financial statements.

36,717,513

28,080,993
% 22,329,440

2004

$1,086,978,321
357,258,550

45,769,587
858,604

1,490,865,062

1,198,766,458
157,562,358
40,935,929

1,397,264,745

93,600,317

2,031,384,301
757,835

2,125,742,453

1,993,179,368

125,301,740

2,118,481,108

7,261,345

20,819,648

$ 28,080,993
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION :

The accompanying financial statements include the consolidated accounts of Mutual of America
Life Insurance Company (“Mutual of America”) and itsiwholly owned subsidiaries (collectively
referred to as the "Company”), as permitted by the Stafe of New York Insurance Department.

Significant intercompany balances and transactions have been eliminated in consolidation.

NATURE OF OPERATIONS ‘

Mutual of America provides retirement and employee jbenefit plans in the small to medium-size
company market, principally to employees in the not-for-profit social health and welfare field. In
recent years, the Company has expanded to include fozr-profit organizations in the small to
medium-size company market. The insurance compan?y in the group is licensed in all fifty states
and the District of Columbia. Operations are ‘conducted primarily through a network of regional

field offices staffed by salaried consultants.

BASIS OF PRESENTATION

The accompanying financial statements are presénted.in conforrﬁity with statutory accounting
practices prescribed or permitted by the State of New York Insurance Department ("New York
Department”). Such practices differ from U.S. generally éccepted aécounting principles ("GAAP™).
The significant variances between such practices and GAAP are described in Note 9. The ability
of the Company to fulfill its obligations to contractholdérs and policyholders is of primary concern

to insurance regulatory authorities,

The National Association of Insurance Commissioners;(“NAIC”) has codified statutory
accounting principles ("Codification”). The New York Department issued Regulation No. 172
("Regulation No. 172"), which adopted Codification, wi%h certain significant modifications,

as the prescribed basis of accounting for its domestic ijhsurers. Periodically, the New York
Department amends Regulation No. 172 for revisions in the prescribed basis of accounting. All
changes required by New York Regulation No. 172, as émended through December 31, 2005,

are reflected in the accompanying consolidated statutdry financial statements.

The preparation of financial statements requires managé:ment to make estimates and assumptions
that affect the reported amounts of assets and liabilities ‘and the disclosure of contingent liabilities
at the date of the financial statements, and the reporteﬁ amounts of income and deductions

during the reporting period. Actual results could differ from these estimates.

ASSET VALUATIONS
Bonds, Notes and Short-Term Investments — Investment valuations are prescribed by the

NAIC, Bonds qualifying for amortization are stated at amortized cost. Short-term investments
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are stated at cost which approximates fair value and consist of highly liquid investments with
maturities of one month or less. Bonds where the NAIC rating has fallen to class six and the
NAIC market value is below amortized cost are carried at the lowest market value assigned to
the bond by the NAIC since being rated as a class six. Temporary unrealized losses related to
the valuation of these non-investment grade bonds are recorded directly to unassigned surplus.
Losses that are considered to be other than temporary are recognized in net income when
incurred. Management regularly reviews all of its bonds for other than temporary impairment
based on criteria that include the extent to which cost exceeds market value, the duration of
that market decline and an analysis of the financial health and specific prospects for the issuer,
including the Company's intent and ability to retain its investment in the issuer for a period of

time sufficient to allow for any anticipated recovery in fair value.

Common and Preferred Stocks — At December 31, 2005 and 2004, common stocks include
$142.3 million and $133.6 million, respectively, invested in the Mutual of America
Institutional Funds, and $109.4 million and $206.6 million, respectively, invested in a portfolio
of approximately 500 common stocks that mirror the Standard & Poor's 500 Index, with
each stock’s weight directly proportionate to that company’s market value relative to the
Index. In addition, at December 31, 2005, common stocks also include $100.3 million invested
equally in actively managed Mid-Cap Growth and Mid-Cap Value portfolios. Common stocks
in good standing are stated at market value. Market value is determined by reference to
valuations quoted by the NAIC. Unrealized gains and losses are recorded directly to unassigned
surplus. Losses that are considered to be other than temporary are recognized in net income
when incurred. Management regularly reviews its equity investments for other than temporary
impairment based on criteria that include the extent to which cost exceeds market value,
the duration of that market decline and an analysis of the financial health and specific
prospects for the issuer, including the Company's intent and ability to retain its investment
for a period of time sufficient to allow for any anticipated recovery in fair value. Preferred

stock is carried at cost.

Guaranteed Funds Transferable — Guaranteed funds transferable consists of funds held with
a former reinsurer and is stated at the total principal amount of future guaranteed transfers to

Mutual of America.

Mortgage Loans — Mortgage loans are carried at amortized indebtedness. Impairments of
individual loans that are considered other than temporary are recognized in net income when

incurred. There were no impairment losses incurred during 2005 and 2004.

Real Estate — Real estate, which is classified as Company-occupied property, is carried at cost,
including capital improvements, net of accumulated depreciation of $97.7 million and

$88.3 million at December 31, 2005 and 2004, respectively, and is depreciated on a straight-line
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL TSTATEMEN‘TS
December 31, 2005 and 2004 ;

basis over 39 years. Tenant improvements on real estate investments are depreciated over the

shorter of the lease term or the estimated life of the improvement.
Policy L.oans — Policy loans are stated at the unpaid principal balance of the loan.

Other Assets — Certain other assets, such as net deferred income tax assets not expected to
be realized within one year, furniture and fixtures and prepaid expenses, are considered “non-

admitted assets” and excluded from the consolidated statutory statements of financial condition.

INSURANCE AND ANNUITY RESERVES ‘

Reserves for annuity contracts are computed on the net single premium method and represent
the estimated present value of future retirement benefits. These reserves, which were $1.1 billion
and $1.2 billion at December 31, 2005 and 2004, res;ﬁectively, are based on mortality and
interest rate assumptions (ranging predominately fromj 5.00% to 7.50%), which meet or exceed

statutory requirements and are not subject to discretionary withdrawal.

Reserves for contractual funds not yet used for the pu?chase of annuities are accumulated at
various guaranteed interest rates, which, during 2005-and 2004, averaged 3.26% and 3.00%,
respectively, and are deemed sufficient to provide for contractual surrender values for these
funds. These reserves, which were $3.6 billion at December 31,2005 and 2004, are subject

to discretionary withdrawal at book value.

Reserves for guaranteed investment contracts, which were $.3 billion and $.5 billion at both
December 31, 2005 and 2004, respectively, are accumulated at various guaranteed interest
rates, which during 2005 and 2004 averaged 7.00% and 7.21%, respectively, and meet
statutory requirements. Reserves for life and disability insurance are based on mortality,

morbidity and interest rate assumptions which meet statutory requirements.

INTEREST MAINTENANCE AND ASSET VALUATION RESERVES
Realized gains and losses, net of applicable taxes, arising from changes in interest rates are

accumulated in the interest Maintenance Reserve (“IMR") and are amortized into net investment

income over the estimated remaining life of the invest'ment sold. All other realized gains and

losses are reported in the consolidated statements of c‘;perations.‘

An Asset Valuation Reserve (“AVR") applying to the specific risk characteristics of all invested
asset categories excluding cash, policy loans and investment income accrued has been
established based on a statutory formula. Realized and‘y‘unrealized‘ gains and losses arising from
changes in the creditworthiness of the issuer are included in the appropriate subcomponent

of the AVR. Changes in the AVR are recorded directly fo unassigned surplus.
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SEPARATE ACCOUNT OPERATIONS

Variable annuity considerations and certain variable life insurance premiums may be allocated

at participants’ discretion among investment funds in Separate Accounts. Separate Account funds
invest in mutual funds, including funds managed by Mutual of America Capital Management
Corporation, a wholly owned subsidiary (the “Adviser”), and other funds managed by outside invest-
ment advisors. All net realized and unrealized capital gains in the Separate Accounts, which reflect
investment performance of the mutual funds in which they invest, accrue directly to participants
(net of administrative and other Separate Account charges) and are not reflected in the Company's
consolidated statutory statements of operations. Certain administrative and other charges are
assessed as a percentage of Separate Account assets and vary based upon the average size of the
participant’s equity in the Separate Accounts and the lavel of administrative services provided.
During 2005 and 2004, such charges were equal to approximately .88% and .20%, respectively, of
total average Separate Account assets. Separate Account charges and investment advisory fees paid

to the Adviser are included in the consolidated statutory statement of operations.

Investments held in the Separate Accounts are stated at market value. Participants’ corresponding
equity in the Separate Accounts is reported as liabilities in the accompanying statements,
Premiums and benefits related to the Separate Accounts are combined with the General Account
in the accompanying statements. Net operating gains and losses are offset by changes to
reserve liabilities in the respective Separate Accounts. These reserves, which were approximately
$5.4 billion and $5.1 billion at December 31, 2005 and 2004, respectively, are subject to

discretionary withdrawal at market value.

PREMIUMS AND ANNUITY CONSIDERATIONS

Insurance premiums and annuity considerations derived from defined contribution plans are
recognized as income when due. Voluntary savings-type and defined benefit considerations and
other deposits are recognized as income when received. Group life and disability insurance pre-

miums are recognized as income over the contract period.

INVESTMENT INCOME AND EXPENSES
General Account investment income is reported as earned and is presented net of related
investment expenses. Operating expenses, including acquisition costs for new business and

income taxes, are charged to operations as incurred.

DIVIDENDS
Dividends are based on formulas and scales approved by the Board of Directors and are accrued

currently for payment subsequent to plan anniversery dates.

Certain 2004 amounts included in the accompanying consolidated statutory financial statements

have been reclassified to conform to the 2005 presentation.
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004

2. INVESTMENTS

VALUATION

The statement values and NAIC market values of investments in fixed maturity securities
(bonds and notes) at December 31, 2005 and 2004, are shown below. Excluding U.S. government
and government agency investrments, the Company is not exposed% ta any significant concentration

of credit risk.

Statement Gross Unrealized NAIC Market

December 31, 2005 (in millions) Value Gains Losses Value
Fixed maturities: ‘
Mortgage and asset backed securities: i

Residential mortgage-backed securities $2,356.4 $ 18.9 $41.2 $2.324.1

Commercial mortgage-backed securities 31.; -9 — 32.0

Other asset-backed securities 59.6 2 4 59.4

Total $2,447.1 $i0.0 $41.6 $2,415.5
U.S. Treasury securities and obligations of U.S. :

Government corporations and agencies 581.6 147 4.4 591.9
Obligations of states and political subdivisions 152 3.1 - 18.3
Debt securities issued by foreign governments 39.6 21 - 41.1
Corporate securities 2,441.5 66.7 26.5 2,481.7

Total $5,524.4 $96.6 $72.5 $5,548.5
Statemen; Gross Unrealized NAIC Market
December 31, 2004 (in millions) Value Gains Losses Value
Fixed maturities:
Mortgage and asset backed securities: ‘ ;

Residential mortgage-backed securities $2,153§ $ 248 $15.5 $2,162.6

Commercial mortgage-backed securities 34. 1 2.2 - 363

Other asset-backed securities 135.7 2.0 3 137.4

Total $2,323.1 $ 290 $15.8 $2,336.3
U.S. Treasury securities and obligations of U.S, ‘ '

Government corporations and agencies 650.9 12.5 36 659.8
Obligations of states and political subdivisions 14.é 2.6 — 17.2
Debt securities issued by foreign governments 395 2.8 - 423
Corporate securities . 2,452,£ 97.5 11.0 2,538.6

Total $5,480.2 $144.4 $30.4 $5,594.2

Short-term fixed maturity securities with a staterment value and NAIC market value of

$9.3 million and $15.0 million at December 31, 2005 and 2004, resbectlvely, are included in the
above tables. At December 31, 2005 and 2004, the Company had $2.8 million and $3.6 miliion
(par value $2.8 million and $3.6 million), respectively of its long-term fixed maturity securities

on deposit with various state regﬁ\atory agencies.




At December 31, 2005 and 2004, net unrealized appreciation (depreciation) reflected in surplus

consisted of the following;

December 31 (in millions) 2005 2004 Change
Equity securities (common and preferred stock) $(5.2) $(30.0) $24.8
Bonds and notes - 7.3 7.3
Other invested assets Q.n 1.1 —

Net unrealized (depreciation) appreciation $(6.3) $(38.4) $32.1

The unrealized depreciation related to the Company's commen equity and bond portfolios

improved by $24.8 million and $7.3 million, respectively, during the year as shown above. The

net unrealized depreciation of $5.2 million for equity securities at December 31, 2005, consists

of $14.9 million of gross unrealized losses and $9.7 million of gross unrealized gains. The gross

unrealized losses of $14.9 million are primarily attributable to the Company's investment in the

Mutual of America Institutional Funds and are predominantly greater than twelve months old.

Net realized capital gains (losses) reflected in the statements of operations for the years ended

December 31, 2005 and 2004, were as follows:

December 31 (in millions) 2005 2004

Bonds and notes $(12.8) $(30.6)

Equity securities (common and preferred stock) (1.3) 7.8)
Net realized capital gains (losses) $(14.1) $(38.4)

The 2005 net realized capital losses related to bonds and notes shown above arose primarily
from the sale of previously defaulted securities during the year. The 2004 bond losses include
$25.8 million in other than temporary impairment losses that arose from the involuntary
redemption of previously defaulted securities by their issuers in connection with emerging
from Chapter 11 bankruptcy protection pursuant to final approved reorganization plans. Since
the majority of the 2005 and 2004 realized capital losses from bonds had previously been
recorded as unrealized losses in surplus, there was no negative impact on the Company’s

surplus as a result of this activity.

The $1.3 million of net realized capital losses in 2005 related to equity securities includes
$16.7 million of losses resulting primarily from a planned change in the composition of the
Company's common stock investments from a portfolio based solely on replicating the

S&P 500 index to a portfolio that now consists of approximately $100.3 million invested in
actively managed Mid-Cap Growth and Mid-Cap Value stocks and $109.4 million invested in
a portfolio that mirrors the S&P 500 index. The 2005 net loss also includes $15.4 million of
realized capital gains resulting from the sale of 3,535,949 million shares of Manulife Financial

Corporation during the fourth quarter as discussed in Note 3. The 2004 net realized capital
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004 : '

losses shown on the previous page for equities include other than temporary impairment losses

of $8.8 million. There were no other than temporary impairment ;Iosses recognized in 2005,

MATURITIES ‘

The statement values and NAIC market values of inve?stments in fixed maturity securities

by contractual maturity {except for mortgage-backed éecurities, which are stated at expected
maturity) at December 31, 2005, are shown below. Expected maturities may differ from
contractual maturities because borrowers may have the right to prepay obligations with or

without prepayment penalties.

Statement NAIC Market

December 31, 2005 (in millions) ‘ Value Value
Due in one year or less ‘ $ 3460 $ 3469
Due after one year through five years : 2,334.7 2,343.8
Due after five years through ten years : 1,301.6 1,289.1
Due after ten years L 15421 1,568.7
Total $5,524.4 $5,548.5

REALIZED INVESTMENT GAINS — FIXED MATURITY SECURITIES ‘
Sales of investments in fixed maturity securities resulted in $(9.3) million of net losses and
$4.7 mitlion of net gains being accumulated in the IMR in 2005 and 2004, respectively,

as follows:
I

‘ December 31 (in millions) 2005 2004

Fixed maturity securities

Proceeds $1,433.4 $2,410.6
Gross realized gains 2.8 9.5
Gross realized losses (12.1) 4.8)

Such amounts will be amortized into net investment income over the estimated remaining life
of the investment sold. During 2005 and 2004, $17.8 million and, $23.4 million, respectively, of
the IMR was amortized and included in net investment income.

Sales of investments in equity securities resulted in $(1.3) million of net losses in 2005 and

$1.0 million of net gains in 2004, being recognized in net income as follows:

December 31 (in millions) 2005 2004

Equity securities
Proceeds : $492.2 $159.8
Gross realized gains : {6.7 2.5
Gross realized losses (48.0) 1.5
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3. GUARANTEED FUNDS TRANSFERABLE

In 1980, Mutual of America terminated a reinsurance arrangement and assumed direct ownership
of funds held by John Hancock Mutual Life insurance Company (“Hancock”), the former reinsurer,
and direct liability for the contractual obligations to policyholders. The liability to such policyholders
is included as insurance and annuity reserves in the consolidated statutory statements of financial
condition. The principal amount of the funds held by the former reinsurer is guaranteed to earn

at least 3.125% per year.

The guaranteed funds are transferable to Mutual of America over time and are stated at the
total principal amount of future guaranteed transfers to Mutual of America of $66.1 million and
$74.9 million at December 31, 2005 and 2004, respectively. The actual interest and other
allocated investment earnings on these funds amounted to $4.8 million and $7.8 million in

2005 and 2004, respectively, and are included in net investment income.

The Company was involved in a lawsuit against Hancock, seeking consideration distributed
upon Hancock's reorganization as a stock life insurer in 2000. On September 26, 2005, the
Court issued a final order declaring that Mutual of America was eligible to receive financial
consideration in conjunction with Hancock's reorganization. Such financial consideration
consisted of 3,535,949 common shares of Manulife Financial Corporation (parent company of
Hancock) and cash dividends accumulated on the stock since 2000, that had been held in trust
pending the Court's final decision. Net investment income in 2005 includes a special one-time
dividend of approximately $166.9 million, net of a deferred income liability. All of these shares

were sold during the fourth quarter of 2005, resulting in $15.4 miilion of realized capital gains,
4. REAL ESTATE

Real estate consists primarily of an office building that Mutual of America purchased for its
corporate headquarters. The Company occupies approximately one-third of this office building
as its corporate headquarters and leases the remaining space. Depreciation expense was
$5.8 million and $5.3 million in 2005 and 2004, respectively.

5. PENSION PLAN AND POSTRETIREMENT BENEFITS

PENSION BENEFIT AND OTHER BENEFIT PLANS

The Company has a gualified, non-contributory defined benefit pension plan covering virtually all
employees. Benefits are generally based on years of seMce and final average salary. The Company's
funding policy is to contribute annually, at a minimum, the amount necessary to satisfy the funding
reguirements under the Employee Retirement Income Security Act of 1974 (“ERISA”),
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004 ‘

The Company also maintains two non-qualified defined benefit pension plans. The first provides
benefits to employees whose total compensation exceeds the maximum allowable compensa-
tion limits for qualified retirement plans under ERISA. The second provides benefits {o non-

employee mempbers of the Board of Directors.

The Company has two defined benefit postretirement'plans covering substantially ali salaried
employees. Employees may become eligible for such benefats upon attainment of retirement age
while in the employ of the Company and upon sat|5fact|on of serv;ce requirements. One plan
provides medical and dental benefits and the second plan provides I|fe insurance benefits. The
postretirement plans are contributory for those individuals who retire with less than 20 years of
eligible service, with retiree contributions adjusted annu“aHy and contain other cost-sharing features,

such as deductibles and coinsurance. All benefit plans are underwritten by Mutual of America.

The components of net periodic benefit costs as calculated in the January 1, 2005 and 2004

plan valuations are as follows:

Pension Benefits Other Benefits

December 31 (in millions) 2005 2004 2005 2004
Service cost $10.1 $ 9.2 $1.3 $1.2
Interest cost on PBO 12,6 115 2.1 2.0
Expected return on plan assets (lj.Z) (15.0) — —
Prior services costs - Do (1 (@)
Amortization of unrecognized net loss 10.2 7.2 7 5
Settlement loss 4.8 = - —
Net benefit expense $20.5 $12.9 $4.0 $3.6

Included in 2005 pension expense is the recognition of a $4.8 million settlement loss, resulting
from the level of lump-sum benefit payments made related to the non-qualified plan during the

year. The changes in the projected benefit obligation and plan assets are as follows:

Pension Benefits Other Benefits

December 31 (in millions) 2005 2004 2005 2004

Change in Projected Benefit Obligation (PBO) ‘

PBO, beginning of year $198.7 $180.8 $36.6 $316
Service cost 0.1 9.2 13 12
Interest cost 126 11.5 2.1 2.0
Plan amendment 42 - — (1.8)
Change in assumptions () 13.1 15 4.7
Actuarial loss (gain) 13.7 6.0 (1.9 —
Benefits and expenses paid (ZO.é) 6.9 (1.6) .1

PBO, end of year $218.0 $198.7 $38.0 $36.6
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Pension Benefits Other Benefits
December 31 {in millions) 2005 2004 2005 2004

Change in Pian Assets

Plan assets, beginning of year $163.3 $137.5 ¢ - $ -
Employer contributions 346 24.0 — —
Return on plan assets 8.4 117 — —
Benefits and expenses paid (20.8) 8.9) — —

Plan assets, end of year 185.5 163.3 - -

Plan assets (lower than) in excess of PBO $(32.5) $ (35.4) $(38.0) $(36.6)

At December 31, 2005 and 2004, all of the qualified pension plan assets are invested in one
of the Company’s Separate Accounts and participation in certain other funds managed by
outside investment advisors and consisted of approximately 80% in equity investments and
20% in fixed-income investments. For financial reporting purposes, the prepaid benefit cost
at December 31, 2005 and 2004, has been classified as a non-admitted asset. The prepaid

(accrued) benefit cost is as follows:

Pension Benefits Other Benefits
December 31 (in millions) 2005 2004 2005 2004
Plan assets (Jower than) in excess of PBO %(32.5) %(35.4) $(38.0) %(36.6)
Unrecognized prior service cost 59 2.2 (1.5) 1.7
Unrecognized net loss from past experience
different from that assumed 103.3 8538 13.0 14.1
Prepaid (accrued) benefit cost, end of year $76.7 $ 62.6 $(26.5) $(24.2)

The Company funds the qualified non-contributory defined benefit pension plan in accordance
with the requirements of ERISA. Plan assets at fair value for the gualified pension plan were
$144.8 million and $125.8 million at December 31, 2005 and 2004, respectively. The actuarial
present value of accumulated benefits for the qualified pension plan was $124.6 million and
$114.5 million at December 31, 2005 and 2004, respectively. At December 31, 2004, the fair
value of plan assets relative to the qualified defined benefit pension plan exceeded the accumulated
benefit obligation and, as such, the $.2 million additional minimum pension liability established

prior to 2004 was reduced and recorded as a direct increase to unassigned surplus.

During 2005 and 2004, the Company made contributions to the qualified plan of $22.2 million
and $14.0 million, respectively. The Company estimates that it will make contributions of
approximately $13.0 million to its defined benefit plans in 2006. Benefits expected to be paid
from these plans total $18.0 million in 2006, $11.3 million in 2007, $7.9 million in 2008,

$16.6 million in 2009 and $9.5 million in 2010, The aggregate benefits expected to be paid in 20N
through 2015 total approximately $133.5 million. The calculation of expected benefits is based on

the same assumptions used to measure the Company's benefit obligation at December 31, 2005.
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The assumptions used in determining the aggregate projected benefit obligation for pension and

other benefit plans were as follows:

Pension Benefits Other Benefits
Weighted average assumptions at December 31 2005 2004 2005 2004
Discount rate 5.75% 6.00% 575% 6.00%
Rate of compensation increase 4.23% 4.23% 4.00% 4.00%
Expected return on plan assets 10.50% 10.50%

The weighted average discount rate, compensation raté increase and expected return on plan
assets assumptions used to compute the net benefit expense for pension and other benefits
were 6.00%, 4.23% and 10.50%, respectively, in 2005 and 6.50%, 4.23% and 10.50%,
respectively, in 2004, The Company's overall expected long-term rate of return on plan assets
is 10.50%. This expected long-term rate of return was determined based upon the current
projected benefit payout period and the current mix of plan investments, which consists of
approximately 80% in equity investments and 20% in fixed-income investments. The Company
believes that this investment mix properly matches the plan’s benefit obligations. The equity
component of the expected long-term rate of return was determined using a combination of
the actual rate of return of equities (net of inflation) and an inflation-adjusted equity rate of
return (assuming an inflation rate of 4%) based upon historical 30-year rolling averages (with

the most recent five years more heavily weighted).

The health care cost trend rate assumption has an effect on the amounts reported. The assumption
is 7.0% for 2005 and is expected to decrease by .5% each year thereafter untit 2010, at which
time it will remain constant at 5.0%. For example, incréasing the assumed health care cost
trend rate by 1.0% each year would increase the accumulated postretirement obligation for the
plan as of December 31, 2005, by $3.4 million and the aggregate of the service and interest cost
components of the net periodic benefit cost for 2005:by $.4 million. Benefits expected to be
paid from this plan total $2.1 million in 2006, $2.3 million in 2007, $2.5 million in 2008,
$2.7 million in 2009 and $2.9 million in 2010. Aggregated benefits expected to be paid In the
period 2011 through 2015 total approximately $17.3 mlliion. The calculation of expected benefits
is based on the same assumptions used to measure the Company’s benefit obligation at
December 31, 2005.

SAVINGS AND OTHER INCENTIVE PLANS

All employees may participate in a2 Company-sponsored savings plan under which the Company
matches a portion of the employee's contributions up to.6% of salary. The Company contributed
$2.0 million and $2.1 million in 2005 and 2004, respect?vely. The Cpmpany also has a long-term
performance-based incentive compensation plan for certain employees and directors. Prior to
2005, shares were granted each year and generally vested over a three-year period. The value

of such shares granted prior to 2005 is based upon increases in thé Company's statutory surplus




and the maintenance of certain financial ratios. Commencing in 2005, no new shares will be
issued under this plan and the total value of all outstanding shares under this plan will

be paid out in March 2008, based upon the level of statutory surplus at December 31, 2007.

A new plan was started during 2005. Shares under this plan will be granted each year and
generally vest over a three-year period. The value of such shares is equal to number of shares
multiplied by the current share price, which is determined by the level of total assets of the
Company. Certain additional threshold financial performance measures must also be met in
order to receive a payout at the end of the third year. The total expense incurred related to these
plans was $17.8 million and $2.2 million in 2005 and 2004, respectively.

6. COMMITMENTS AND CONTINGENCIES

Rental expenses were $23.1 million and $21.5 million in 2005 and 2004, respectively. The
approximate minimum rental commitments under non-cancelable operating leases are as
follows: $3.5 million in 2006, $3.2 million in 2007, $3.0 million in 2008, $2.8 million in 2009,
$2.5 million in 2010 and $6.5 million thereafter. Such leases are principally for leased office
space, furniture and equipment. Certain office space leases provide for adjustments to reflect

changes in real estate taxes and other operating expenses.

The Company is involved in various legal actions that have arisen in the course of the
Company’s business. In the opinion of management, the ultimate resolution with respect to
such lawsuits as well as other contingencies will not have a material adverse effect on the

Company's consolidated financial statements.

7. FEDERAL INCOME TAXES

Effective January 1, 1998, Mutual of America’s pension business became subject to federal
income tax. Mutual of America files its federal incorne tax return on a separate company basis.

Mutual of America’s non-insurance subsidiaries file a consolidated income tax return.

Regulation No. 172 requires New York domiciled insurers to adopt certain deferred income
tax accounting principles as their prescribed basis of accounting. These principles require that
a deferred tax asset or liability be established for temporary differences between the tax and
statutory reporting bases of assets and liabilities. The change in Mutual of America’s deferred
tax assets and liabilities must be recorded as a separate component of gains and losses in
surplus. Furthermore, Mutual of America’s net deferred tax assets can only be recorded as

an admitted asset to the extent that such an amount will be realized within one year.
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004 : :

The components of the net deferred tax asset recognized in the Company's consolidated statu-

tory statement of financial condition are as follows:

December 31 (in millions) 2005 2004

Mutual of America

Total of gross deferred tax assets $353.0 $390.0
Total of deferred tax liabilities (51.7) (47.7)
Net deferred tax asset : 3013 3423
Deferred tax asset non-admitted (293.5) (3201
Net admitted deferred tax asset $ 78 $ 222
Non-Insurance Subsidiaries ‘

Net deferred income tax assets '6.9 6.1

Total deferred tax asset $ 14.7 $ 28.3

As shown above, Mutual of America’s net admitted deferred tax aéset decreased by $14.4 mitlion
during 2005. The tax effects of temporary differences that give rise to a significant portion of
the deferred tax assets and deferred tax liabilities arisé from the differing statutory and tax-basis
treatment of assets and liabilities, insurance and annuiiy reserves‘and contracts, capital gains
and losses on investment transactions and non-admitted assets. Included in such differences
are items resulting from transition rules under the Code §as of January 1, 1998, which accompanied
the change in taxation of Mutual of America's pension business. The current income tax expense
recognized in the statutory statements of operations differs from the amount obtained by
applying the statutory rate of 35% to net gain from operations before federal income taxes due
to the temporary differences indicated above. As such, ho federal income tax provision or benefit
was recognized by Mutual of America as of December 31, 2005 and 2004. The federal income
tax benefits of $.8 million and $.6 million in 2005 and 2004, respectively, arise solely from the

operating results of the Company's non-insurance subsidiaries.

At December 31, 2005, Mutual of America and the non-insurance subsidiaries had net operating
loss carry forwards of approximately $270.1 million expiring at various dates between 2008 and
2026. The Company has no remaining capital loss carfy forwards as of December 31, 2005.
The Internal Revenue Service is currently conducting an examination of Mutual of America's
2000 and 2001 federal income tax returns. The Company believes that additional taxes, if any,

assessed for the years under examination will not have: a materia\:effect on its financial position,
8. FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair values of financial instruments have been determined by using available
market information and the valuation methodologies described bélow. Considerable judgment
is often required in interpreting market data to develop estimates :of fair value. Accordingly, the

estimates presented herein may not necessarily be indicative of amounts that could be realized
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in a current market exchange. The use of different assumptions or valuation methodologies may

have a material effect on the estimated fair value amounts. Amounts related to the Company’s

financial instruments were as follows:

Statement Estimated
December 31, 2005 (in millions) Value Fair Value
Assets
Bonds and notes $5,515.1 $5,539.2
Common stocks 354.5 354.5
Preferred stocks 13.0 13.0
Cash and short-term investments 223 223
Guaranteed funds transferable 66.1 63.3
Mortgage loans 3.8 4.1
Palicy loans 95.8 95.8
Liabilities
Insurance and annuity reserves $5,320.6 $5,434.3

Statement Estimated
December 31, 2004 (in millions) Value Fair Value
Assets
Bonds and notes $5,465.2 $5,579.2
Common stocks 3402 340.2
Preferred stocks 185 18.5
Cash and short-term investments 281 28.1
Guaranteed funds transferable 749 69.7
Mortgage loans 9.5 9.5
Policy loans 92.2 922
Liabilities
Insurance and annuity reserves $5,464.4 $5,646.3

Fixed Maturities and Equity Securities — Fair value for fixed maturities is determined by

reference to market prices quoted by the NAIC. If quoted market prices are not available, fair

value is determined using quoted prices for similar securities. Market value for equity securities

is determined by reference to valuations quoted by the NAIC.

Cash and Short-Term Investments — The carrying value for cash and short-term investments

approximates fair values due to the short-term maturities of these instruments,

Guaranteed Funds Transferable — Fair value for guaranteed funds transferable is determined

by reference to market valuations provided by the former reinsurer,
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NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
December 31, 2005 and 2004 : '

Mortgage Loans — Fair value for mortgage loans is determined by discounting the expected
future cash flows using the current rate at which similar loans would be made to borrowers

with similar credit ratings and remaining maturities.

Policy Loans — The majority of policy loans are issued with variable interest rates, which are
periodically adjusted based on changes in rates credited to the underlying policies and therefore

are considered to be stated at fair value.

Insurance and Annuity Reserves — Contractual funds not yet used to purchase retirement
annuities and other deposit liabilities are stated at their cash surrender value. General Account
policies are issued with variable interest rates that are periodically adjusted based on changes

in underlying economic conditions.

The fair value of immediate annuity contracts (approximately $1.1 ‘billion and $1.2 billion at
December 31, 2005 and 2004, respectively) was determined by c}iscounting expected future
retirement benefits using current mortality tables and interest rates based on the duration of
expected future benefits. Weighted average interest rafes of 5.14% and 4.73% were used at
December 31, 2005 and 2004, respectively.

9. SIGNIFICANT DIFFERENCES BETWEEN STATUTORY ACCOUNTING
PRACTICES AND GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

The accompanying financial statements are presented in conformity with statutory accounting
practices prescribed or permitted by the New York Department ("statutory accounting”)
which practices differ from GAAP. The significant variances between such practices and GAAP
are described below. The Company has not computed the variance between Surplus and Net
Income calculated in accordance with statutory accounting practices prescribed or permitted
by the New York Department and GAAP, as there is no‘ reporting requirement to do so and the
costs involved exceed the benefits derived from these calculations. Generally, GAAP results in

a more favorable presentation of the Company's financial condition.

ASSET VALUATIONS AND INVESTMENT INCOME RECOGNITION

GAAP requires the Company's bonds and notes to be cflassified aé either held to maturity
("HTM") or available for sale ("AFS"); whereas for statUtory accounting no such classification

is required. In addition, fof GAAP, AFS bonds and notes are carried at their fair market value
with the unrealized gains and losses applied directly to equity; whereas for statutory accounting

all bonds and notes in good standing are carried at their amortized cost.
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Realized capital gains and losses, net of applicable taxes, arising from changes in interest rates
are recognized in income currently for GAAP accounting, rather than accumulated in the IMR

and amortized into income over the remaining life of the security sold for statutory accounting.

A general formula-based Asset Valuation Reserve is recorded for statutory accounting purpose;

whereas such a reserve is not required under GAAP.

Certain assets, principally furniture and fixtures and prepaid expenses, for statutory accounting,

are excluded from the statement of financial condition by a direct charge to surplus; whereas

under GAAP, such assets are carried at cost, net of accumulated depreciation,

POLICY ACQUISITION COSTS
Under GAAP, policy acquisition costs that are directly related to and vary with the production
of new business are deferred and amortized over the estimated life of the applicable policies,

rather than being expensed as incurred, as required under statutory accounting.

INSURANCE AND ANNUITY RESERVES

Under statutory accounting practices, the interest rates and mortality and morbidity assump-
tions used are those which are prescribed or permitted by the New York Department. Under
GAAP, for annuities the interest rate assumptions used are generally those assumed in the
pricing of the contract at issue; for disability benefits the interest rates assumed are those
anticipated to be earned over the duration of the benefit period. Mortality and morbidity

assumptions are based on Company experience.

PREMIUM RECOGNITION

Insurance contracts that do not subject the insurer to significant mortality or morbidity risk are
considered, under GAAP, to be primarily investment contracts. GAAP requires all amounts
received from policyholders under these investment contracts to be recorded as a policyholder

deposit rather than as premium income.

DEFERRED INCOME TAXES
GAAP requires that a deferred tax asset or liability be established to provide for temporary
differences between the tax and financial reporting bases of assets and liabilities. Statutory

accounting adopted similar accounting principles, except that deferred income tax assets are

whereas for GAAP all such assets are recognized regardless of when they will be utilized. All
changes in deferred income tax assets or liabilities are recorded directly as a charge or benefit

to surplus for statutory accounting purposes.

recognized for statutory accounting only to the extent that they can be utilized within one year;
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

o

THE BOARD OF DIRECTORS
MUTUAL OF AMERICA LIFE INSURANCE COMPANY:

We have audited the accompanying consolidated statufory statements of financial condition of
Mutual of America Life Insurance Company and subsigﬂiaries as of December 31, 2005 and
2004, and the related consolidated statutory statemehts of operations and surplus, and cash
flows for the years then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to expreés an opinion on these financial statements

based on our audits.

We conducted our audits in accordance with the standérds of the Public Company Accounting
Oversight Board (United States). Those standards require that weijan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, és well as evaluating the overall financial

staterment presentation. We believe that our audits provide a reasonable basis for our opinion.

As described more fully in Notes 1and 9 to the conso‘ijdated stat:utory financial statements, the
Company prepared these financiel statements using accounting practices prescribed or permitted
by the State of New York Insurance Department, which practices ditfer from U.S. generally accepted
accounting principles. The effects on the financial stattements of the variances between the
statutory accounting practices and U.S. generally acce“pted accounting principles, although not

reasonably determinable, are presumed to be material.

In our opinion, because of the effects of the matter d@cussed in the preceding paragraph, the
financial statements referred to above do not present fairly, in conformity with U.S. generally
accepted accounting principles, the financial position of Mutual of America Life Insurance
Company and subsidiaries as of December 31, 2005 and 2004, or the results of their operations

or their cash flows for the years then ended.

Also, in our opinion, the consolidated statutory financial statements referred ta above present
fairly, in all material respects, the financial position ¢f Mutual of America Life Insurance
Company and subsidiaries as of December 31, 2005 aﬁd 2004, and the results of their operations
and their cash flows for the years then ended, in conformity with accounting practices prescribed

or permitted by the State of New York Insurance Depértment.

KPMe LLP |

New York, New York
March 10, 2006
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118-35 Queens Boulevard, 16th Floor
Forest Hills, NY 11375-7205

Tel, (718) 520-8998

RICHMOND, VIRGINIA

Robert Giorgi
Vice President

Edward Trivisonno
Field Vice President

Norman Watkins, ACS
Service Manager

Arboretum One

3100 Arboretum Parkway, Suite 240
Richmond, VA 23236-3471

Tel. (B04) 560-0023

ROCHESTER, NEW YORK

Brian Thomas
Vice President

Edwin W. Wallace
Service Manager

Linden Oaks Office Park
360 Linden Oaks, 2nd Floor
Rochester, NY 14625-2814
Tel, (585) 264-9890

ST. LOUIS, MISSOURI

Stephan J, Stansbery, CFP, CEBS
Senior Field Vice President

Lawrence Greliner, CLU
Field Vice President

Duane Stumpp, ACS, AIAA
Second Vice President

7777 Bonhomrme Avenue, Suite 1710
St. Louis, MO 63105
Tel. (314) 721-3123

SAN DIEGO, CALIFORNIA

James Tiensvold, CEBS
Vice President

Janet Koblen, ACS
Second Vice President

Symphony Towers

750 B Street, Suite 2860
San Diego, CA 92101-8132
Tel. (619) 544-0860

SAN FRANCISCO, CALIFORNIA

Abbas Moloo
Regional Vice President

Michae! P, Malone, ACS
Vice President

1333 North California Bivd,, Suite 660
Walnut Creek, CA 94596-4551
Tel. (925) 937-9900

SEATTLE, WASHINGTON

Annette Garrett, CLU
Vice President

Cynthia L. Santo, FLMI, ACS, AlAA
Second Vice President '

Alderwood Business Center
3400 188th St. SW, Suite 565
Lynnwaod, WA 98037-4708
Tel. (425) 778-8434

SOUTHFIELD, MICHIGAN

James D, Fergusson, CLU, ChFC
Senior Field Vice President

William H. Thorne, 1}
Field Vice President

Julie Malewski
Second Vice President

One Northwestern Plaza :

28471 Northwestern Highway, Suite 240

Southfield, M1 48034-5539
Tel, (248) 351-4190

TAMPA BAY, FLORIDA

Barbara Romine-Green, CFP
Regional Vice President

Harrison Givens Ill, CEBS
Second Vice President

Bayport Piaza

3000 Bayport Drive, Suite 950
Tampa, FL 33607-8408

Tel. (813) 281-8882

TARRYTOWN, NEW YORK

" Manuel R. Lopez, CFP, CLU, ChFC
Senior Field Vice President

Susan H. Ross, ACS, AIAA

Service Manager

120 White Plains Road, Suite 120
Tarrytown, NY 10591-5522
Tel. (914) 332-0724

WASHINGTON, DC

Sean A. Mannion
Vice President

Geoffrey Caitan, CEBS
Field Vice President

Linda L. Pendieton, ACS, AlAA
Vice President

©One Research Court, Suite 350
Rockville, MD 20850-3221
Tel. (301) 977-6717

WEST PALM BEACH, FLORIDA

James P. Vogel, CLU, ChFC
Senior Field Vice President

Darlene M. Varano
Vice President

One Lakeside at Centrepark

1450 Centrepark Boulevard, Suite 200
West Palm Beach, FL 33401-7404
Tel. (561) 471-1445

Mutual of America National
Telecommunications and
Conference Center

1150 Broken Sound Parkway N.W.
Bota Raton, FL 33487-3598
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PHOTOGRAPHS:

PAGE 1
Bruce Thomas, Business Analyst, Washington Management
Group, Washington, DC

PAGE 12: (LEFT TO RIGHT)

Bruce Thomas, Business Analyst, Washington Management
Group, Washington, DC; Linda L. Pendleton, Vice President,
and Sean A. Mannion, Vice President, Washington, DC
Regional Office

PAGE 13:
Dedejo Ekperigin, Assistant Service Manager, Washington, DC
Regional Office

PAGE 15:
Renee S. Reilly, Vice President and Trustee, Sarkisian Brothers,
Inc., Binghamton, NY

PAGE 16: (LEFT TO RIGHT)

Renee S. Reilly, Vice President and Trustee, Sarkisian Brothers,
Inc., Binghamton, NY; Brian Thomas, Vice President, and
Kerri McNees, Consultant, Rochester Regional Office

Note: Pursuant to NASD Conduct Rule 2210(d){2)(A),
statements made in this publication by clients of Mutual of
Armerica are not paid testimonials. The testimonials may
not be representative of the experience of other clients and
are not indicative of future performance or success.

Mutual of America Life Insurance Company is a Registered
Broker-Dealer and distributes the variable products of
Mutual of America. A current prospectus must precede or
accompany this Annual Report.

PAGE17;
Susan Jung, Associate Service Manager, Rochester Regional Office

PAGE19:

James Pascale, President, Pascale Service Corporation,

Pawtucket, RI

PAGE 20: (LEFT TO RIGHT)

James Pascale, President, Pascale Seruvice Corporation, Pawtucket,
RI; William Shank, Senior Field Vice President, and Caroline
A. Feeney, Associate Service Manager, Boston Regional Office

PAGE 21
Robert Edgar, Senior Consultant, Boston Regional Office

PAGE 23: (CLOCKWISE FROM LEFT)
Val Overton, Personne! Manager, Colleen Digna, Benefits
Specialist. and Thomas Cieszynski, Executive Director,

Southeastern Michigan Health Association, Southfield, MI

PAGE 24: (LEFT TO RIGHT)

Thomas Cieszynski, Executive Director, Colleen Digna,
Benefits Specialist, and Val Overton, Personnel Manager,
Southeastern Michigan Health Association, Southfield, MI

Investments in the Money Market Fund and in any of the
other funds listed are neither insured nor guaranteed by the
Federal Deposit Insurance Corporation or any other govern-
ment agency.

There is no assurance that any of the stated objectives will
be attained. Your investment performance in any of the
Separate Account investment alternatives is not guaranteed
and is based on market fluctuation. Shares when redeemed
may be worth more or less than their original cost.

PAGE 25: (LEFT TO RIGHT)

Julie Malewski, Second Vice President, Allen Hurd, Account

Executive, and James D. Fergusson, Senior Field Vice President,
Southfield Regional Office

PAGE 27:

Richard Heffner, Host of The Open Mind and Professor, Rutgers
University; and Elaine Heffner, Psychotherapist and Author,
New York, NY

PAGE 28: {LEFT TO RIGHT)

Elaine Heffner, P;ychotherapist and Author; Richard
Heffner, Host ofﬂle Open Mind and Professor, Rutgers University,
and Tyrone Golatt, Senior Field Vice President, New York City
Regional Office

PAGE 29: (LEFT TO RIGHT)

William G. Shannon, Senior Vice President, Financial Advisory
Services; Adyna Pressley, Service Manager, New York (North)
Régional Office

Fér more complete information about Mutual of America’s
Séparate Account investment alternatives, please refer to the
contract prospectus and Underlying Funds prospectuses that
h;‘we previously been sent to your organization. These
prospectuses, which should be read carefully before investing,
contain information on the investment objectives, risks,
charges and expenses (including a contract fee, Separate
Account expenses and Underlying Funds expenses) of the
Separate Account investment alternatives, which should be
considered carefully before investing. For additional prospec-

tuses, please call our toll-free number, 1-800-468-3785.
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